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A B S T R A C T 
In recent years, both academics and practitioners are paying more attention to CSR activities due to its 
significant influence on stakeholders. With regard to this, CSR includes the companies’ responsibilities 
towards shareholders, customers, employees, environment and community. Despite numerous efforts to 
measure the consequences of corporate social responsibility (CSR), it remains unclear how stakeholders 
perceive CSR activities. This study aims at developing a measurement scale for corporate social 
responsibility activities in the Indian banking industry based on a stakeholder framework. A multistage 
method is applied to develop a valid and reliable scale. Items for the scale were generated from a 
qualitative research and literature review. The reliability and validity of the scale was confirmed through a 
first and second order confirmatory factor analysis. This study contributes to the literature by providing a 
valid and reliable scale to measure CSR and the successful implementation of the stakeholder theory in the 
banking industry. 
© 2014Holy Spirit University of Kaslik. Hosting by ElsevierB.V. All rights reserved. 
 
 
1. Introduction 
The concept of corporate social responsibility (CSR) has gained the 
attention both in academics and business practices (Maignan and Ferrell, 
2004; Sen and Bhattacharya, 2001), because CSR investments lead to 
higher levels of credibility (Lin et al., 2011), improved image or 
reputation (Tewari, 2011), higher employee retention (Kim and Park, 
2011) and build customer relationships (Peloza and Shang, 2011; Matute 
et al., 2010; Brown and Dacin, 1997). This increasing attention of CSR in 
literature has resulted in a proliferation of definitions for this concept 
(Carroll, 1979; Panwar et al., 2006; van Marrewijk, 2003). CSR refers to 
“companies’ activities demonstrating the inclusion of social and 
environmental concerns in business operations, and in interaction with 
stakeholders, also according to the ambition level of corporate 
sustainability” (van and Marrewijk 2003 p. 1).  
CSR is commonly measured as a one-dimensional construct (Marin   
and Ruiz, 2007; Lichtenstein et al., 2004) comprising of legal and 
philanthropic responsibilities. Few studies have adopted the multi 
dimensional perspective to measure CSR (Maignan, 2001; Decker, 2004; 
Garcia de los Salmones et al., 2005) which reflects more clearly the 
different theoretical dimensions; however, this approach is not without 
critics. In this regard, those studies which have taken this perspective are 
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based on different approaches to define the CSR and result in lack of 
consensus (Turker, 2009). Furthermore, it has been stated that CSR does 
not mean the same thing for all the concerned stakeholders and its 
conceptualization varies among every industry (Decker, 2004). Thus, a 
more specific instrument is needed to understand the stakeholder point of 
view in the industry specific context.  
As an example, the banking industry plays an important role in a nations 
economy (Beck et al., 1999) and proactively engages in CSR activities 
(Marin et al., 2009; Truscott et al., 2009) while the other industries are 
reactive to CSR due to external stakeholder pressure (Decker, 2004). The 
reputation of financial institutions relies on their socially responsible 
programs (Poolthong and Mandhachitara, 2009), this is why banking 
institutions tend to have a high ranking on the international CSR 
investment ranking index (Perez et al., 2013). Despite the increasing 
interest of CSR in this industry, no studies have measured CSR activities 
in the banking industry with a multidimensional perspective in a 
developing economy. In order to fill this gap, this study has chosen the 
Indian banking sector to study the association of CSR with its internal 
stakeholders. 
The banking sector in India is intensified with competition and has started 
taking the CSR activity seriously (Fatma and Rahman, 2014). The 
Reserve bank of India (RBI) advised to all the banks to invest two percent 
of their profit on CSR activities. It becomes imperative for the 
organization to better know how their CSR activities are helping them in 
building the relationship with their stakeholders.  In this study, the authors 
have propose a CSR measurement scale from a broader perspective based 
on stakeholder framework which has been used in recent studies (Turker, 
2009; Mercer, 2003). Most of the studies on this issue are theoretical in 
their approach, allowing the researchers and practitioners to understand 
the normative case of CSR. However, studies based on internal 
stakeholder perception are scarce so far. In order to fill this void on this 
area, a scale is developed to measure the CSR activities of the Indian 
banking organization from the stakeholder point of view. 
2. CSR in the banking industry 
In today’s scenario, CSR has become a well established notion in the 
financial service industry due to its huge impact on society (Scholtens, 
2009).  Banks are increasing their CSR spending (Truscott et al., 2009; 
Marin and Ruiz, 2009) by implementing CSR into practices with 
initiatives such as financial inclusion (Decker, 2004), microcredit schemes 
for the deprived (Hermes et al., 2005), socially responsible banking 
(Scholtens, 2009) and credit access to the poor (Prior and Argandona, 
2008). As Thompson and Cowton (2004) suggested, banks are more likely 
to be influenced by the risk of reputation as compare to other companies 
and are more vulnerable to negative reactions from stakeholders.  It is 
critically important for the banking sector to manage their reputation in 
order to differentiate themselves from competitors and maintain 
stakeholder confidence (Flavian et al., 2005). Retail banks are spending 
millions of dollars on CSR programs in order to strengthen their 
reputation (McDonald and Rundle-Thiele, 2008). The importance of 
building and managing a reputation in the service sector is high due to the 
intangible nature of the product and need of building trust among 
stakeholders (Perez et al., 2013).  
 They are considering the CSR activities into their strategic decision to 
improve their public image (McDonald and Lai, 2011) and customer 
related outcomes (Bhattachraya and Sen, 2004). Although, it is not clear 
which CSR activities is likely to build a positive stakeholder responses 
(Chomvilailuk and Butcher, 2013). Furthermore, the relationship between 
CSR activities and stakeholder responses has not been studied in a non 
western context (McDonald and Lai, 2011). It is apparent that CSR 
phenomenon is growing worldwide and Lindgreen et al., (2009) raises a 
question whether stakeholder responses to CSR in developing country will 
be the same as has been found in developed country. This study aim is to 
address this gap by understanding the relationship between CSR and 
stakeholder responses in a developing country.  
The banking sector has made significant transformations in the last few 
years and has become one of the main proactive investors in CSR 
activities worldwide (Marin et al., 2009; Truscott et al., 2009) and the 
reputation of financial institutions rely on their socially responsible 
programs (Poolthong and Mandhachitara, 2009). Their approach to CSR 
has significantly changed and banks are now more vulnerable to social 
and environmental problems (Carnevale et al., 2012) they have a wider 
role in society and by putting CSR principals in their operations, their 
transactions are more transparent and they produce value for society (Prior 
and Argandona, 2008; King and Levine, 1993).  Banks continue to 
publish their sustainability reports (Vigano and Nicolai, 2009) every year 
and present and account for 22% of their business in the Dow Jones 
Sustainability Index (CECA, 2008). Therefore, the proposed new 
measurement scale is a relevant and timely study. Nevertheless, 
‘nowadays the banking industry faces threats and opportunities resulting 
from the current worldwide economic crisis. One of these challenges 
stems from the negative effect of individual perceptions of financial 
institutions’ (Matute et al. 2010). 
Socially responsible practices plays an important role in this sector and an 
increasing concern is given by banks to communicate these activities 
through different communication forums (Peterson and Hermans, 2004). 
Despite the fact of greater emphasis on CSR in the marketplace, there is a 
scant investigation of stakeholder responses to these activities (McDonald 
and Rundle-Thiele, 2008). How the socially responsible activities of the 
banking sector are viewed by their stakeholders is unclear due to the 
limited amount of research on stakeholder responses to CSR (Rugimbana 
et al., 2008). So it is important to understand the efforts made by banks to 
report their socially responsible actions. Compared to other sectors, banks 
have more visibility in society (Mandell et al., 1981) and have a higher 
product involvement. Studies on CSR activities and banks are very limited 
(Carnevale et al., 2012), and no adequate framework is available to 
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measure the banks effort toward CSR activities, and stakeholder 
evaluation and understanding of these activities (Scholtens, 2009).  
3.  Review of existing method of measuring CSR 
According to the Carroll (2000), CSR should be measured because “it is 
an important topic to business and to society, and measurement is one 
part dealing seriously with an important matter. The real question is 
whether valid and reliable measure can be developed” (Carroll, 2000, p. 
473). There are a variety of measurement techniques to measure CSR in 
both academics and business communities (Turker, 2009). The methods 
used in past studies includes forced choice survey instruments (Aupperle, 
1985), reputation indices or scales (McGuire et al., 1988), content analysis 
(Wolfe and Aupperle, 1991) and case study methodologies (Clarkson 
1995). Maignan and Ferrell (2000) have suggested three approaches to 
measure CSR- (1) expert evaluation, (2) survey of managers and (3) single 
issue and multiple issue indicators. However, as suggested by Wolfe and 
Aupperle (1991), there is no single best way to measure socially 
responsible activities. The approaches that have been found useful to 
measure CSR includes content analysis of publication, single and multiple 
issue indicator, reputation indices or scales at the individual and 
organizational level.  
The content analysis has been the most commonly used method to 
measure CSR in the academic literature (Tewari, 2011), since it helps 
derive a new measure for socially responsible activities (Abbott and 
Monsen, 1979). This technique has an “objective rating of companies 
since once the social attributes are selected, the process of rating is 
standardized” (Ruf et al., 1998, p. 121). Information about CSR has 
become more accessible due to the social disclosure made by companies 
regarding their social and environmental practices (Gray et al., 1995). 
Many studies in literature on CSR reporting have used this technique to 
measure the CSR activities (Bravo et al., 2012). However, the information 
displayed on their websites and annual report may deviate from their 
actual performance (McGuire et al., 1988). Many studies have provided 
evidence of no association between the reported performance and actual 
performance (Ingram and Frazier, 1980; Wiseman, 1982).  
The reputation indices for evaluating corporate social performance are 
widely used in the literature (Spencer and Taylor, 1987; McGuire et al., 
1988; Waddock and Graves, 1997). The most popularly known databases 
are Fortune’s reputation index and Kinder, Lydenberg, and Domini (KLD) 
(Maignan and Ferrell, 2000). The Fortune index asses a company’s 
socially responsible activities from the managerial point of view. KLD 
evaluates companies based on nine attributes of social responsibility 
including employee relation, community relations, environment, military 
contracting, nuclear power, product, treatment of women and minorities 
and South African involvement (Maignan and Ferrell, 2000; Turker, 
2009). These reputation indices can be used to develop a new scale for 
measuring CSR (Abbott and Monsen, 1979). Ruf et al., (1998), developed 
a scale based on the importance of the KLD dimensions and argued that 
these dimensions coincide with Carroll (1979) framework of CSR. 
However, Maignan and Ferrell (2000), stated that, both of these indices 
suffer from limitations since the items are not based on theoretical 
arguments and do not represent the economic, legal, ethical and 
philanthropic dimensions of CSR (Maignan and Ferrell, 2000).  
The next alternative approach used by many scholars is the use of a single 
issue indicator such as pollution control performance (Bragdon and 
Marlin, 1972) or the rate of corporate crime (Davidson and Worrell, 1990; 
Baucus and Baucus, 1997) and multiple issue indicators (Stanwick and 
Stanwick, 1998; Griffin and Mahon, 1997). The limitation of this method 
is that they represent only one dimension (Maignan and Ferrell, 2000). As 
a result, scholars have to use a combination of these indicators (Griffin 
and Mahon, 1997; Stanwick and Stanwick, 1998; Turban and Greening, 
1996) which still does not represent the entire spectrum of CSR (Maignan 
and Ferrell, 2000). Moreover, these indicators are not worldwide accepted 
and are reporting the CSR activities of companies only in a limited 
number of countries. This becomes the reason for their limited use by the 
researchers.  
The next method, which is the most relevant to the present study, is the 
use of scales to measure CSR perceptions by consumers. The first 
multidimensional scale of CSR to measure the CSR values of managers 
was developed by Aupperle (1984). This scale based on Carroll’s (1979) 
framework is most recognized both theoretically and empirically 
(Maignan et al., 1999; Maignan, 2001; Maignan and Ferrell., 2000; Garcia 
de los Salmones et al., 2005). According to Carroll (1979) framework, 
CSR includes four dimensions- economic, legal, ethical and philanthropic, 
in many cases these dimensions are closely related to each other (Perez et 
al., 2013). In this regard Peterson (2004) stated, “this instrument would 
not be useful for assessing an organization’s performance in the four 
domain independently, that is the instrument would not be helpful for 
assessing organizational performance by employees who view their work 
organization as highly responsible on all four CSR domains” (p. 306).  
Another scale for measuring the manager’s attitude towards the CSR was 
developed by Quazi and O’Brien, (2000) based on two dimensional 
construct of CSR ranging from the span of responsibilities to outcomes of 
CSR. However, this scale is not designed to measure the organizational 
involvement in CSR activities. Carroll’s framework (1979, 1991) and 
Brown and Dacin’s (1997) framework of corporate association have not 
been subjected to scrutiny by stakeholders (Maignan and Ferrell, 2003), 
and to what extent these frameworks reflect their understanding of CSR. 
Therefore, the relevance of Carroll’s framework is questionable (Maignan 
and Ferrell, 2001). An alternative approach is based on Freeman’s (1984) 
stakeholder theory. As per this theory, the classification of CSR should be 
based on stakeholders. A stakeholder is “a group or individual who can 
affect or be affected by the actions or performance of the objectives of the 
firm” (Freeman, 1984, p.). Following this theory, literature has identified 
many dimensions of CSR: customers, employees, shareholders, society, 
environment, media and among others (Turker, 2009; Decker, 2004; 
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Maignan et al., 1999). Stakeholder theory has been found suitable in the 
context of the banking industry’s approach to CSR (Perez et al., 2013; 
Ruiz et al., 2009).  
In this regard, ‘new successful formula of commercial banking have 
arisen as a results of banks’ support of investment in social and 
environmental sustainability using stakeholder management approaches’ 
(Matute et al., 2010). The stakeholder perspective has gained more 
attention in the literature, following a trend of CSR research in the future 
(Turker, 2009; Boal and Peery, 1985). All in all, CSR is a debatable term 
in its nature (Decker, 2004), so an industry specific understanding of CSR 
should be taken into consideration (Decker, 2004). Thus, there is a need 
for a CSR measurement instrument in the banking industry from the 
stakeholder’s point of view.  
 
Table- 1: CSR dimensions used in previous studies 
Theoretical 
approach 
Dimensions References 
Carroll Framework 
(1979; 1991; 1999) 
Economic  
Legal 
Ethical 
Philanthropic 
Maignan et al., 1999;  
Wartick and Coarchan, 1985 
 
Stakeholder Theory Customers 
Employees 
Shareholders 
Environment 
Market 
Community 
others 
Turker, 2009; Mercer, 2003; 
 Perez et al., 2013 
 
4. Scale development 
Following the standard scale development process advocated in literature 
(Churchill, 1979; Anderson and Gerbing, 1988; Devellis, 1991), a multi-
item scale is developed and validated to measure the socially responsible 
activities of banks. 
4.1 Item generation 
To determine the domain of our instrument, key stakeholder groups in the 
banking sector were identified through a literature review and in-depth 
interviews with bank managers. After this, five key stakeholder groups 
were identified in the banking sector: customers, shareholders, society, 
employees and the environment (Sarro et al., 2007; Ruiz et al., 2009; 
Turker, 2009; Perez et al., 2013; Oberseder, 2013). A list of companies’ 
responsibilities towards the different stakeholders group is generated 
through the previously used scale in marketing, CSR reports and CSR 
literature. Next, the authors had a group discussion with five marketing 
students to ensure instrument consistency. This resulted in 53 items for 
the instrument (see Figure 1 for the scale development process). 
4.2 Judging content validity 
The content validity of the instrument was judged by eight experts (three 
professors and five social science PhD scholars). They were asked to rate 
each item as “somewhat relevant”, “very relevant” or “not relevant” 
(DeVellis, 1991). In addition, they were also asked to assess each item for 
clarity and conciseness. Based on this, some items were deleted, added 
and modified, which resulted in 41 items.  
 
                         Figure 1 Scale development process 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4.3 Pilot testing 
The content validity of the scale was analyzed through pilot testing. As 
suggested by Netemeyer et al., (2003), pilot testing helps in reducing the 
number of items that do not meet the psychometric criteria. Data was 
collected through a convenience sample of 50 respondents who have 
evaluated the 41 items exploring CSR activities. Before conducting the 
factor analysis, data suitability for the factor analysis was analyzed by 
these four tests. Bartlett’s test was used to judge the significance of the 
correlation matrix and the KMO test was used to assess the sampling 
adequacy. A correlation matrix examined the inter item correlation and 
they were found substantial (>0.30). The factor reliability was analyzed 
through Cronbach’s alpha and item to total correlation. In this analysis 
process, 18 items were deleted due to high cross loadings (>.3) or weak 
loading (<.3) and the author confirmed from the experts that deleting 
those items will not reduce the content validity of the scale. The 
remaining 23 items passed the threshold since Kaiser-Meyer-Olkin 
(KMO) value was (0.660) and Bartlett’s test of sphericity was found 
significant at 0.0001 levels. The screen plot and the Eigen value was 
greater than 1, which suggested that the five factors of these 23 items 
explained 72.34 % of all variances. As a result of this process, 23 item 
were included in the scale and used for the main survey.  
Item generation 
Data collection Pilot testing 
Content validity 
Data collection 
Reliability testing 
Main survey 
Validity testing 
Literature search 
Expert survey 
Group discussion 
Factor analysis 
Discriminate validity 
Convergent validity 
Composite reliability 
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4.4 Sample design and data collection 
The questionnaire respondents were bank employees from different 
positions in India. Maignan (2001) reasoned “consumers within a similar 
workplace environment seemed to provide some assurance of sample 
comparability in terms of social status, education and lifestyles” (p. 65). 
Banking employees may not represent the population but are a good 
subset of the middle-income population. Data were collected through a 
structured questionnaire developed by the authors from personal surveys 
in banking organizations. The questionnaire included a cover letter that 
briefly indicates the purpose of the study. A total of 350 questionnaires 
were distributed to banking personal at various positions and levels from 
January to March 2014. The final number of usable questionnaires was 
319, a response rate of 91.14 % and 31 were discarded as incomplete.  
The final sample consists of 319, in which 72.10 % of respondent were 
male and 27.89 % were female. The age of the respondent ranged between 
18 to 65 years. With regard to the qualification, majority of the respondent 
(46.39 %) are having a master degree and 24.45 % are holding a bachelor 
degree while 16.30 % have done professional course and 15.36% have 
passed the intermediate exam only. The sample was segmented based on 
four demographic variables: age, gender, qualification and their position 
in banks. These demographic variables have become important pillar in 
understanding the perception (Perez and Bosque, 2013). For example, the 
respondent age is an important factor in determining their perception 
(Morris and Venkatesh, 2000). As, it has been demonstrated that aged 
people are more cynical as compared to the younger ones and distrust the 
activities to a larger extent (Cho and Hu, 2009). Another variable, gender 
influence on stakeholder perception regarding the CSR activities received 
great attention in literature (Dietz et al., 2002; Burton and Hegarty, 1999). 
In this regard, male and female process information in different ways 
(Darly and Smith, 1995). It has been suggested, men are more analytical 
and women are more subjective in their opinion. Furthermore, it has been 
shown that employees with higher degree and position in organization 
have different perception for the implication of CSR (Quazi, 2003). As 
Quazi (2003) states, more educated employees tend to have a liberal 
orientation towards the CSR activities.  
The scale presented in this study is tested among these different cohorts 
and proved to be reliable in the context studied and useful for researchers 
in academics (Barbarossa et al., 2012). Sample descriptions are given in 
Table 2.  
 
 
 
 
 
 
 
 
 
Table 2- Sample description 
Variable Sample % 
Gender   
     Male 230 72.10 
     Female 89 27.89 
Size 319  
Age   
      18-35 90 28.21 
      36-50 160 50.15 
      51-65 69 21.63 
 
Qualification 
  
     Intermediate 49 15.36 
     Bachelors degree 78 24.45 
     Masters degree 140 46.39 
    Professional       
      Degree 
52 16.30 
Position in bank   
     Clerk 63 19.74 
     Junior manager 84 26.33 
     Middle level    
      manager   
146 45.76 
     Senior manager       26 8.15 
 
5. Results 
The next validation step of the scale consists of analyzing the 
psychometric properties of the scale. For that purpose, first and second 
order confirmatory factor analysis (CFA) is performed using AMOS 22 as 
per the maximum likelihood estimation procedure.  
5.1 Assessment of common method bias 
The common method bias is used to refine empirical data. The most 
common problem in empirical research is a systematic measurement error 
that provides an alternative explanation of the results (Podsakoff et al., 
2003). According to Podsakoff et al., (2003), many statistical and study 
design techniques can be used to control the common method biasness. To 
minimize common biasness this study focused on both the study design 
procedure and statistical measures. We identified the type of biasness in 
our study is the transient mood state (‘referring to the impact of relatively 
recent mood inducing events to influence the manner in which 
respondents views themselves and the world around them’ (Podsakoff et 
al., 2003). For this purpose, we assured respondent that there answers are 
anonymous and they should answer questions as honestly as possible 
(Podsakoff et al., 2003). The authors have further performed additional 
statistical measures to reduce the common biasness after the data 
collection. We performed Harman’s single factor test on all the items 
using varimax rotation, the results of exploratory factor analysis shows 
that all the five factors are accounted for 75.34 of the total variance and 
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the first factor explaining the 13 % variance, suggesting the absence of 
common general factor in dataset. Another statistical measure used to 
reduce the biasness is the ‘single unmeasured latent method factor’ as the 
most suitable for the purpose of this study. The ‘advantage of this 
technique is that it does not require the researcher to identify and measure 
the specific factors responsible for the method effects. In addition, this 
technique models the effect of the method factor on the measures rather 
than on the latent constructs they represent and does not require the effects 
of the method factor on each measure to be equal’ (Podsakoff et al., 
2003). Using this method, the potential effect of common biasness can be 
minimized to some extent and control variables have been added in our 
analyses. The results depicted in this study and interpretation of data is 
real once the common method biasness is reduced to a minimum.  
5.2 Scale reliability and validity testing 
As suggested by Churchill (1979), the reliability and validity of the scale 
is measured by a confirmatory factor analysis. A five-factor model 
represented the correlated factors and resulted in a poor model fit. Items 
were trimmed through the iteration process under theoretical consideration 
(Anderson and Gerbing, 1988). As a result of this, six items were deleted 
due to cross loading and were captured by another measure. The results of 
the CFA showed six more items should be deleted due to lower factor 
loadings (>.60, Bagozzi and Yi, 1988).  Table 3 shows the results of first 
order CFA. The root mean square error of approximation (RMSEA) falls 
between the acceptable range of 0.5 to 0.8 (Hair et al., 2010). Another 
indices such as the GFI (Marcoulides and Schumacker, 1996) and CFI 
(Bentler, 1989) are at 0.891 and 0.917, respectively, meeting the criteria 
of a good model fit. The psychometric properties of the scale were 
assessed through the maximum likelihood estimation (MLE) in AMOS 
22.  
The reliability of the scale was assessed by Cronbach’s alpha and average 
variance extracted (AVE), the minimum value of these statistics should 
exceed the 0.7 and 0.5, respectively (Hair et al., 2010). The AVE provides 
the amount of variance captured by the random measurement error and an 
AVE higher than 0.50 indicates a good internal consistency (Fornell and 
Larker, 1981).  The AVE for each factor ranges from 0.50 to 0.60 meeting 
the criteria for internal consistency. 
 
 
 
 
 
 
 
 
 
 
 
 
Table 3- First order CFA results for CSR dimensions 
Latent 
Variable 
Measure
d 
Variable 
Standardize
d Lamda 
R2 Cronbac
h’s 
alpha 
AVE Goodness 
of fit 
Customer CSR1 0.691 0.467 0.866 0.523 F2= 
268.2 
 CSR2 0.741 0.543   (p= 
0.000) 
 CSR3 0.734 0.523   GFI = 
.891 
 CSR4 0.791 0.612   CFI = 
.913 
Employee EMP2 0.811 0.623 0.819 0.621 NFI = 
.880 
 EMP3 0.754 0.566   RMSEA
= 0.08 
 EMP4 0.751 0.543    
Sharehold
er 
SHAR1 0.716 0.430 0.744 0.459  
 SHAR2 0.723 0.509    
 SHAR3 0.754 0.573    
Environm
ent 
ENV2 0.692 0.486 0.811 0.516  
 ENV3 0.719 0.497    
 ENV4 0.742 0.511    
Society SOC1 0.841 0.616 0.895 0.611  
 SOC2 0.791 0.634    
 SOC4 0.742 0.523    
 SOC6 0.736 0.584    
  
The convergent validity test is used to verify that all the measured items 
represent their factor (Chau, 1997). The results shows that all the items of 
scale are loaded high on their factors and  the standardized lambda 
coefficient are above 0.07, confirming the convergent validity of the 
model (Doll et al., 1994). Finally, the discriminate validity of the 
dimensions is evaluated by examining the factor correlation (Kling, 2001) 
and is confirmed since the AVE is greater than the squared correlation 
among the five dimensions (Fornell and Larcker, 1981). Factor correlation 
among all the five dimensions is less than 0.8, confirming the discriminate 
validity of the scale. The AVE estimates for all the items are above the 
suggested level of 0.50 and also exceed the squared correlation among the 
variables. The value of all these statistics support for the discriminate 
validity among the five dimensions. Therefore, all the five dimensions 
passed the discriminate test. The results show the good fit among the 
factor structure of the variables and provide measures for the discriminate 
validity. Table 4 shows the mean, standard deviation and correlation of all 
the five factors.  
 
Table 4 Discriminate validity for first order CFA 
 Mean Standard 
Deviation 
# of 
items 
Construct 
reliability 
ENV CUS EMP SHAR SOC 
ENV 2.90 1.01 4 0.812 .732         
CUS 2.98 1.3 3 0.912 .651 .758       
EMP 3.19 1.01 3 0.857 .471 .591 .721     
SHAR 2.59 .76 3 0.741 .571 .489 .641 .651   
SOC 3.75 .73 4 0.813 .700 .512 .433 .649 .571 
 
Subsequently, these five dimensions of CSR were again tested with a 
second order confirmatory factor analysis, which was necessary for the 
high inter correlations among the five dimensions (Anderson and Gerbing, 
1988) and the results are shown in Table 5. All the factors loaded 
significantly and accurately representing the underlying concept. Overall, 
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the results shows a good model fit, the value of c2 and the other fit indices 
is significant once again (c2= 268.2, CFI= .971, GFI= .891, RMSEA = 
.06, p=.000) confirming the validity of the scale. The shareholder 
dimension load less significantly as compare to other dimensions and is 
consistent with the previous findings in the literature (Garcia de los 
Salmones et al., 2005).  The final list of the scale items is included in the 
Appendix.  
 
Table 5 Results of second order CFA 
 Factor loadings Goodness of fit 
Customer (0.683-0.712) F2= .341 (p=0.000) 
Employee (0.736-0.896) GFI= .886 
Shareholder (0.611-0.724) CFI= .719 
Environment (0.654-0.811) NFI= .812 
Society (0.543-0.714) RMSEA= .06 
 
6. Discussion 
Apart from a substantial amount of literature on CSR and consumer 
behavior, there is a lack of empirical research testing and measuring of 
CSR activities in the banking industry. As it has been argued in the 
literature, the application of CSR activities varies by industry (Decker, 
2004; Campbell, 2007; Carroll, 1979), thus a design scale should be 
adjusted to understand the industry specific factors of CSR (Decker, 
2004). Considering the limitations of previously used scales, the purpose 
of this study is to develop a new instrument to measure the CSR activities 
in the banking sector. According to Churchill’s (1979) methodological 
approach, this study followed both the qualitative and quantitative 
approach to develop a measurement scale. Based on the review of 
literature and discussions with bank managers and experts, five CSR 
domains (customer, employee, shareholder, environment, society) and the 
responsibilities of each one were identified. To test the adequacy of the 
scale, a personal survey with banking employees was designed. A recent 
trend observed in the literature is the use of stakeholder theory (Oberseder 
et al., 2013; Perez et al., 2013; Turker, 2009), which comprises many 
dimension. This study contributes to CSR literature through the practical 
application of stakeholder theory in the banking industry. As Dahlsrud’s 
(2008) findings of analyzing the 37 definitions of CSR in which 88 % of 
them considered ‘interaction with stakeholders’ in their proposals and 
‘how organizations interact with their employees, customers, and 
communities’ or ‘treating the stakeholder of the firm’. As per his finding, 
this is the most prominent dimension for understanding the CSR. 
Based on the qualitative and quantitative dataset, the findings confirm the 
multidimensionality of CSR construct. Some interesting findings have 
been identified since the most highly rated dimensions is related to 
employee’s safety at workplace and second is concerned with improving 
the general well being of society. In India, most of the banks are 
channelizing their money for the community welfare activities like 
education, rural development and proving health care services in society 
(Narwal, 2007). The shareholder domain is least rated, as it has been 
demonstrated that the responsibilities towards the shareholders are the 
inherent activity of the organization and are not considered to be part of 
CSR (Brown and Dacin, 1997). CSR activities oriented to reduce 
consumption of natural resources are poorly rated which shows 
disengagement among the banks reported and actual environmental 
performance (Foretica, 2011).This result can be understood because in 
India banks have recently given attention to sustainable practices into their 
operations.  
The contribution of this study in theory and practices lies in developing 
and validating a scale based on stakeholder perception. Although, several 
ways of measuring CSR has been discussed in literature from a corporate 
perspective (Maignan and Ferrell, 2000; Turker, 2009). This study adds to 
the literature by providing another measure of CSR, specifically focused 
on internal stakeholder perception. The perception of the employees 
concerning the responsibilities toward different stakeholder groups was 
captured through this instrument.  
 
7. Limitations and directions for future research 
This present study suffers from several limitations, which open an avenue 
for further research. Although the data was collected from a representative 
sample of Indian banks, the findings cannot be generalized because of the 
country specific context. Further testing and validation of the scale in the 
other countries is needed to prove its reliability. In spite of considering all 
relevant stakeholder groups of the banking industry, it is important to 
highlight that not all the possible stakeholders were included. According 
to the recommendation made by Turker (2009), additional stakeholders 
like suppliers and government may be included for the further research. 
While present study reflects the perception of internal stakeholders, i.e. 
the perception of employees toward the CSR activities of their bank, it is 
possible that the information will be biased. This limitation was 
minimized to some extent during the initial collection of data. The 
respondents were ensured of the confidentiality of their response and all 
the information was kept anonymous. It was expected that they provide 
right information. The design of the study did not allow for longitudinal 
information and the variations of consumer perception due to financial 
problems could not be captured, so further research can be expanded into 
a longitudinal study.  
 
8. Conclusion and managerial implications 
According to Carroll (2000), developing a measure of social activities that 
address corporate social performance is a challenge and “if we do less 
than this, we should not call it a social performance” (Carroll, 2000, p. 
74). Despite of apparent risks associated with other measures, stakeholder 
perception is a more reliable way to measure CSR. Academic literature 
INTERNATIONAL STRATEGIC MANAGEMENT REVIEW 2 (2014) 9–2016
has shown that identifying and measuring CSR based on stakeholder 
perception is a complicated task (Turker, 2009). To capture a company’s 
diverse responsibilities towards stakeholders, the stakeholder theory has 
been taken as a frame of reference (Decker, 2004; Turker, 2009; Perez et 
al., 2013; Oberseder et al., 2013). However, several empirical studies have 
tested the scale and measured CSR in developed economies, yet there are 
no equivalent studies for developing economies like India. This study tries 
to fill this void by providing a reliable and valid scale to measure the CSR 
activities of the Indian banking sector. This scale is developed through a 
standard scale development process and provides important implications. 
The results of this scale have confirmed the multidimensional nature of 
CSR perceptions, which are aligned with previous studies (Garcia de los 
Salmones et al., 2005; Perez et al., 2013; Decker, 2004). This study 
contrasted Carroll’s (1979) framework, which states CSR is comprised of 
economic, legal, ethical and philanthropic activities and Freeman’s (1984) 
stakeholder theory as a frame of reference. This scale proved to be reliable 
for measuring consumer perceptions of CSR across gender, age groups, 
qualifications and the position within the organization. The different 
dimensions identified for CSR perceptions are proved reliable and valid. 
This scale will also be helpful for managers that make decisions related to 
the communication of CSR activities, which is domain of CSR that should 
be given more attention due to the importance attached to it.  
The results show that all the five dimensions contribute to CSR and 
should help the banks in their CSR reporting. It has been seen that many 
CSR reports focus on the limited stakeholder groups while here the results 
suggest that such activities should be wide and focus on relevancy to each 
stakeholder considered. This scale would be helpful to the marketing 
managers for evaluating and identifying the visibility of CSR initiatives 
and designing effective social marketing strategies (Maignan and Ferrell 
2004). The visibility of CSR initiatives differ in the marketplace (Burke 
and Logsdon 1996), ‘while initiatives to customers may be rather visible 
in the marketplace, initiatives to internal stakeholders (i.e. employees) and 
external stakeholders higher up the supply chain (e.g. suppliers, investors) 
will be less visible to consumers’ (Torres et al. 2012). Identifying the CSR 
area where banks need more visibility is salient for implementing 
successful marketing strategies. This study highlights areas of 
improvement with important implications for the managers in the banking 
industry. 
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Appendix 
17 item final measurement scale for CSR 
Ident. Item References 
CUS1 Policy for customer safety and 
confidentiality 
Pomering and 
Dolnicar (2009) 
CUS2 Treats its customer honestly Maignan et al., 
1999; Mercer, 2003; 
Garcia de los 
Salmons et al., 
(2005); Oberseder, 
M. et al., (2013) 
CUS3 Establish procedure to comply 
with customer complaints 
Maignan et al. 
(1999), Mercer 
(2003),  
Decker (2004), 
Garcı´a de los 
Salmones et al. 
(2005),  and Singh 
et al. (2008). 
CUS4 Make an effort to know the 
customer needs 
Maignan et al., 
(1999); Mercer, 
2003; Garcia de los 
Salmons et al., 
(2005). 
EMP2 Offer safety at work to its 
employees 
Boal and Perry, 
(1985); Maignan et 
al., (19990;  
Mercer, (2003), 
Turker, (2009) 
 
EMP3 Offer training and carrier 
opportunity to its employees 
Boal and Perry, 
(1985); Maignan et 
al., (1999); Mercer, 
(2003); David et al. 
(2005) 
EMP4 Treats its employees fairly Boal and Peery 
(1985), Maignan et 
al. (1999),  
Mercer (2003) and  
David et al. (2005); 
Marin et al., (2009) 
SHAR1 Tries to ensure its survival and 
long term success  
Maignan et al., 
(1999); Maignan, 
(2001);  
Mercer, (2003); 
Garcia de los 
salmones et al., 
(2005) 
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SHAR2 Keeps a strict control over its 
cost 
Maignan et al., 
(1999); Maignan, 
(2001);  
Mercer, (2003); 
Garcia de los 
salmones et al., 
(2005) 
SHAR3 Concerned to fulfill its 
obligation vis a vis its 
shareholders 
Maignan et al., 
(1999); Maignan, 
(2001);  
Mercer, (2003); 
Garcia de los 
salmones et al., 
(2005) 
ENV2 Reduces its consumption of 
natural resources 
Martínez et 
al.,(2013) 
ENV3 Exploits renewable energy in a 
productive process compatible 
with the environment 
Martínez et 
al.,(2013) 
ENV4 Communicates to its customer 
its environmental practices 
Bigne et al., (2005);  
Knowles et al., 
(1999); Manaktola 
and Jauhari (2007) 
SOC1 Concerned with improving the 
general well being of society 
Maignan et al. 
(1999), Maignan 
(2001), Garcı´a de 
los Salmones 
(2005), David et al. 
(2005) and Singh et 
al. (2008) 
SOC2 Engage in philanthropy 
contributing to such cause as 
the art, education and social 
services 
 
SOC4 Direct part of its budget to 
donation and social work 
favoring the disadvantaged 
Maignan et al. 
(1999), Maignan 
(2001), Garcı´a de 
los Salmones 
(2005), David et al. 
(2005) and Singh et 
al. (2008) 
SOC6 Play a role in society that goes 
mere beyond profit generation 
Martínez et al., 
(2013); Maignan et 
al. (1999), Maignan 
(2001), Garcı´a de 
los Salmones (2005) 
Notes: respondents were asked to indicate their agreement or 
disagreement with each of the items listed here, using a 5-point scale 
ranging from “strongly disagree” to “strongly agree,” with a 
midpoint labeled “neither agree nor disagree.” 
 
 
 
 
 
